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Free Exchange Market in Brazil 


The Government of Brazil has consulted the Interna- 
tional Monetary Fund regarding the establishment of a 
free exchange market for most capital and invisible 
transactions, as well as for some trade items. The rate in 
this market is to fluctuate freely according to supply and 
demand. Remaining transactions are to be conducted 
in the official exchange market at fixed rates based on 
the parities declared to the Fund by its member countries. 


The free exchange market regulations became effective 
on February 21. 

The Fund has agreed to the proposal by the Govern- 
ment of Brazil, and it is understood that Brazil will re- 
main in close consultation with the Fund. The Fund has 
stressed that effective monetary and credit policies will 
be indispensable to the success of the new system. 


Source: International Monetary Fund, Press Release 
No. 194, Washington, D. C., February 21, 1953. 


Deputy Managing Director of the Fund 


Mr. Ivar Rooth, Managing Director and Chairman of 
the Executive Board of the International Monetary Fund, 
announced on February 21 the appointment of Mr. H. 
Merle Cochran to be Deputy Managing Director of the 
Fund. Mr. Cochran has resigned from his present post 
of U. S. Ambassador to the Republic of Indonesia, and 
from the U. S. Foreign Service, and will take up his posi- 
tion with the Fund on March 16. 

Mr. Cochran’s career of 37 years in the Foreign Service 
has included many assignments in Europe, the Western 
Hemisphere, and Asia. He became the first U. S. Am- 
bassador to Indonesia in December 1949, after serving 
as U. S. representative on the United Nations Good 
Offices Commission for Indonesia, 1948-49. He had 
been named Ambassador to Pakistan earlier in 1949, and 
he served as a Foreign Service Inspector, 1942-48. 

Much of Mr. Cochran’s service has been applied to 


Prices and Money in Asia in 1952 

The dominant price trend in most countries in Asia 
during the first half of 1952 was downward, with signs 
of greater stability and a partial price recovery toward the 
end of the period. The demand for some export products, 
e.g., Indian cotton and Pakistan jute, was showing some 
response to lower prices, lower export duties, and the 
lifting of export restrictions. These tendencies were, 
however, no more than a partial and hesitant reversal of 
the much more substantial changes in the structure of 
prices in 1951-52, when the prices of raw materials in 
terms of food and manufactures fell, and the purchasing 
power of textile products, of which the ECAFE region 
is a small net exporter, also declined. This shift in price 
relations has been the most important factor in determin- 
ing the impact of the trade recession on the economies 


of Asia. 


economic and monetary problems, and he has partici- 
pated in various international conferences in this field. 
From late 1932 until August 1939, he served as financial 
secretary of the U. S. Embassy in Paris, and traveled 
extensively in Western European countries as a personal 
representative of the U. S. Secretary of the Treasury. He 
was in charge of the U. S. Stabilization Fund from No- 
vember 1939 to December 1941, a period during which 
he was detailed to the Treasury Department as Technical 
Assistant to the Secretary. 


From February 1949 to January 1952, the position 
of Deputy Managing Director of the Fund was held by 
Mr. Andrew N. Overby, who is now Assistant Secretary 
of the U. S. Treasury. 


Source: International Monetary Fund, Press Release 


No. 195, Washington, D. C., February 21, 1953. 


The price trend has been different, however, in South 
Korea, the three states of Indo-China; Taiwan, and Thai- 
land. In South Korea and Indo-China, military factors 
directly or indirectly dominate the scene, and shortages 
and inflations have continued unabated. In Taiwan, the 
maintenance of an army which is large in relation to 
human and material resources also exercises an upward 
pressure on prices. In Thailand, the continued firmness of 
the export price of rice has been the most important single 
economic determinant. 

In Burma, the downward price trend began in 1949. 
Higher export earnings have been used in part to finance 
heavy imports of consumers’ goods; also, part has been 
held in liquid form. The sagging price level reflects some 
rise in productivity, transport and internal distribution 
costs having fallen as order was restored in wider areas. 

Caught in the price fall, businessmen in some countries 
have tried to avoid losses by holding on to stocks in the 
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expectation of better prices. Their increased demand 
for loanable funds is indicated by a rise in the ratio of 
bank clearings to deposit money, and by the increased 
volume of trade loans granted by banks. Commercial 
banks, however, have become more cautious in view of 
the uncertain outlook for earnings and low cash reserves. 
Total bank credit expanded in 1952 at a slower rate than 
before, or even declined, especially in the raw material 
exporting countries and India. Pakistan was an exception. 
But this decline in bank credit generally affected specu- 
lators and inventory investors more than those needing 
finance for genuine trade or industrial transactions. In 
the major rice exporting countries, credit continued to 
expand in 1952 at the same rate as, or even more rapidly 
than, in 1951. 

Since credit expansion did not keep up with the in- 
creased demand for loanable funds; interest rates’in’ many 
countries continued to rise in 1952. To some extent, this 
reflected the dearer money conditions in the London 
money market, especially in countries where British banks 
play an important part in the local money market. In 
Burma, the call money rate increased from 11 per cent 
to 2 per cent in the first quarter of 1952. In India, call 
money rates among the larger scheduled banks, which 
had scarcely reached 114 per cent in 1951, were quoted 
for many weeks in the busy season of 1952 around 234 
per cent. In Pakistan, interbank call money rates reached 
an all-time record of 234 per cent at the end of January 
1952. Thereafter conditions eased slightly, but call rates 
in June, at 134 per cent, were still well above the nominal 
\, per cent rate which prevailed a year earlier. In Japan, 
on the other hand, some public and semi-public financial 
institutions reduced their interest charges on loans granted 
for specific projects, and the average “free market” money 
rate fell from 18.2 per cent at the end of 1951 to 14.6 
per cent in the third quarter of 1952. The official rates of 
the Bank of Japan and of the city banks remained un- 
changed. 

In the raw material exporting countries and India, 
balance of payments deficits and credit contractions 
tended to reduce the supply of money in 1952. However, 
the reappearance of budget deficits, as falling prices 
diminished government revenues, operated in the opposite 
direction, and the relative strength of those divergent 
factors varied from country to country. In India, the 
money supply decreased by 7 per cent between the third 
quarter of 1951 and of 1952; in the latter period, it 
showed a further small deficit. In Malaya, the decrease 
was 10 per cent between the end of 1951 and the middle 
of 1952; and in the Philippines, 15 per cent between 
April 1951 and April 1952. In Indonesia, Japan, and 
Pakistan, the money supply continued to increase, al- 
though at a slower rate—in Indonesia by 18 per cent 
between the end of 195] and May 1952, and in Japan 
by nearly 20 per cent between the third quarter of 1951 
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and of 1952. The expansion in Taiwan between the 
third quarter of 1951 and of 1952 was about 16 per 
cent; in South Korea, it was 64 per cent during the 
same period. In the major rice exporting countries, the 
money supply continued to increase at about the same 
rate as in 1950 and 1951. 

Source: Economic Commission for Asia and the Far 
East, Economic Survey of Asia and the Far 
East, 1952, Bangkok, Thailand, February 1953. 


Europe 


EPU Operations in January 

EPU settlements for January indicated a more bal- 
anced position relative to recent months; the positions 
of member countries were, on the whole, less pronounced. 
The United Kingdom again had the largest surplus (25.9 
million units), 7.8 million units of which was settled by 
credit and 18.1 million units by gold; the December sur- 
plus was 82.6 million units. Germany had a surplus of 
21.0 million units, against a deficit of 27.3 million units 
in December; as a result, its cumulative accounting sur- 
plus reached 398.9 million units. Turkey, Sweden, and 
Switzerland had surpluses of 9.9 million, 5.5 million, 
and 4.8 million units, respectively, which were, however, 
considerably lower than their December surpluses. The 
Netherlands’ surplus of 8.7 million units was settled half 
in gold and half in credit. 

Italy’s deficit of 37.6 million units, which was about 
twice the December deficit, was settled on a 50 per cent 
basis. France’s position showed marked improvement, 
the deficit declining to 10.9 million units, from 71.0 mil- 
lion in December; since her cumulative accounting sur- 
plus of 623.7 million units was in excess of her quota, 
the January deficit had to be settled wholly in gold. 
Belgium had a small deficit (3.1 million units) for the 
second month in succession. Other countries with 
deficits were Greece (9.9 million units), Norway (6.5 
million units), Denmark (5.3 million~ units), “and Por- 
tugal (2.0 million units). 

Source: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, February 14, 
1953. 


United Kingdom Trade in 1952 

Total U.K. exports (f.o.b.) in 1952 amounted to 
£2,693 million, which was £13 million less than in 1951. 
Imports (c.i.f.) totaled £3,482 million, a reduction of 
£A22 million from the previous year. The crude trade 
deficit therefore fell by £409 million, to £788 million, 
in 1952. 

Exports to independent sterling area countries were 
£115 million less than in 1951, but this reduction was 
largely offset by increased sales to the dollar area, to 
OEEC countries, and, especially, to the colonies. An 
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increase in imports from the sterling area was accounted 
for mainly by increased oil purchases from Iraq and 
other Middle Eastern sources. The £462 million decline 
in imports from non-sterling countries was widely spread 
across the world, those from the dollar area falling by 
£53 million and those from OEEC countries decreasing 
by £151 million. About one half of the improvement in 
the trade balance last year was due to the favorable 
movement in the terms of trade. 

Source: The Economist, London, England, February 21, 

1953. 


French Exports in 1952 


French exports to Switzerland in 1952 were 80 per cent 
above those in 1950—an increase that is greater than 
may be accounted for by the rise in prices. Switzerland’s 
‘purchases were about 20 ‘pet cent moré thar thuse' of the 
United Kingdom, France’s traditional best customer. 
Swiss per capita consumption of French-produced goods 
reached the equivalent of US$57, against $25 in Bel- 
gium, $5 in the United Kingdom, $4 in Germany, and 
about $1 in the United States. Switzerland was France’s 
best customer for many food products, finished steel 
products, and timber; she also bought substantial amounts 
of coal, chemicals, automobiles, and wines. 

Since Swiss exports to France were hampered by 
French import restrictions, the balance of trade was 
favorable to France by $190 million, or $15 million more 
than in 1951. In contrast, the trade surplus of France 
with the United Kingdom fell by $148 million, to $71 
million. Trade with other large customers resulted in a 
surplus of $52 million vis-a-vis Belgium (an increase of 
$24 million over the 1951 surplus), and a small surplus 
with Italy, compared with a deficit in 1951. The adverse 
balances with the United States and Germany were 
slightly greater than in 1951. 


Source: Le Monde, Paris, France, February 14, 1953. 
Norway's Economic Problems 

The Governor of the Bank of Norway, Mr. Gunnar 
Jahn, in his speech at the Bank’s annual meeting, 
stressed price developments and price relationships. In 
1952 price changes in Norway were similar to those in 
other Western European countries and in the United 
States. The increase in Norway, however, had lasted 
longer and the subsequent decline was less than in most 
of the other countries. When compared with the price 
level in other countries, the Norwegian level is out of 
line, and it will be difficult to bring it back into line. 

The Governor pointed to the fact that in Norway prices 
for certain goods and services are low. For example, the 
price for electricity is well below that of other fuels, and 
the average consumer pays a much smaller part of his 
income for rent than he did before the war. For these 
two goods there is a large demand which cannot be met, 


but, according to the Governor, this demand may not be 
due solely to the fact that there is a shortage. In the 
national budget, investment in power plants and housing 
has a high priority, and it is possible that the Govern- 
ment has yielded too much to the preseure for these goods, 
at the cost of profitable investment in industry. 

In the monetary and credit fields little progress has 
been made; the money supply and the volume of credit 
have increased year by year. Notes in circulation rose 
by 9.5 per cent in 1952. While the Government has con- 
tinued to withdraw large amounts from circulation, it 
also has made expenditures which have aided in main- 
taining the volume of investment or even increasing it. 
In 1952, as in all postwar years except 1951, the increase 
in credits granted by the private banks was larger than 
the increase in deposits. 


~~ Lhe,,Government..has..become,..more ,and,,.mare,,.the 


source of capital for the state banks which grant long- 
term loans for investment purposes. According to the 
Governor, this development might be described as fol- 
lows: In order to maintain private investment, the Gov- 
ernment has in reality, via taxes, undertaken forced sav- 
ings. How private taxpayers would have used their 
income if taxes had been less is not known. Perhaps the 
demand for consumers’ goods would have been larger, 
or perhaps private savings would have been increased. 
At any rate, incomes would have been used differently. 

The Governor stressed the importance of EPU for 
Norway, since it makes possible the use of the sterling 
surplus for covering deficits with other EPU countries. 
In 1952 Norway increased its debt to EPU by NKr 49 
million (US$7 million). 

As a result of smaller purchases in the dollar area in 
1952, Norway had a $6.4 million surplus on goods and 
services with that area. This surplus was not large 
enough to cover capital expenditures in dollars, but 
since Norway still received MSA and military aid in 1952, 
its U. S. and Canadian dollar holdings rose by US$19.3 
million. Total net foreign exchange holdings rose- by 
NKr 183 million ($26 million), to about NKr 1 billion 
($144 million). 

According to the Governor, the question of whether 
an external balance or even a surplus should be the goal 
of policy depends upon conditions. If the lack of bal- 
ance is due to internal inflation, the right policy would 
be to correct it, and no imports of capital would help in 
this situation. It would not be wise to import capital 
in order to increase a standard of living for which there 
is no basis in the country’s production. The Governor 
believes that the demand for external balance has been 
stressed so much because there is a lack of confidence, 
there are no free capital movements in the world, and the 
internal situation in many countries has been inflationary. 
Source: Norges Bank, Press Release, Oslo, Norway, Feb- 

ruary 16, 1953. 
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Development Bank Established in Iceland 

On February 2 the Althing (Parliament) passed a law 
establishing the Icelandic Bank of Development, owned 
by the State. The purpose of the bank, which began 
operations on February 15, is “to develop the economy 
and promote the material well-being of the Icelandic 
people by initiating and promoting profitable enterprises 
useful for the economy.” It will advise the Government 
on investment policy, buy new bonds of enterprises 
which seem able to amortize and to pay interest on their 
debts from their earnings, encourage savings and pro- 
mote the development of a sound capital market, secure 
foreign loans, undertake research relating to the invest- 
ment needs of the economy, and promote useful inno- 
vations in production and investment. 

The bank’s initial capital—consisting of Icelandic 
bonds totaling IKr 95 million, bought-with releases from 
ECA/MSA counterpart funds—has been provided by the 
Treasury. In addition, the present ECA/MSA counter- 
part funds, or those which will accrue, shall, under cer- 
tain conditions, be entrusted to the bank which shall trans- 
fer, each year, a part of the funds to its business account. 


Source: Ministry of Finance, Act on the Iceland Bank of 
Development (Framkvaemdabanki fslands), 
Reykjavik, Iceland, 1953. 


Greek Public Investment 

Under a recent agreement between the Greek Govern- 
ment and the MSA Mission in Athens, public investment 
financed by MSA counterpart funds has been fixed at 
824 billion drachmas (with the possibility of a further in- 
crease to 856 billion) for the fiscal year from July 1952 to 
June 1953. Actual withdrawals from counterpart funds 
for development purposes amounted to 588 billion drach- 
mas in the fiscal year 1951-52, and to 1,393 billion in 
1950-51. Investments in 1952-53 should be made prefer- 
ably for projects whose construction had been discon- 
tinued or for those under construction. One of the 
fundamental provisions of the agreement is that the Greek 
Government will continue its policy of achieving eco- 
nomic stability. This policy means, primarily, that the 
Government’s budget deficit shall not exceed 100 billion 
drachmas, that payments for purchases of “State sup- 
plies” (i.e., supplies traded by the Government) shall 
not exceed receipts from the sale of such supplies, and 
that the Government will continue its restrictive credit 
policy. 
Source: Agence Economique et Financiére, Paris, France, 

January 24, 1953. 

West German Bank Rate 

On January 8, the Bank Deutscher Lander reduced its 
discount rate from 41% to 4 per cent, i.e., the same rate 
which had been in force before the outbreak of the 


Korean war. (After an increase from 4 to 6 per cent 


on October 27, 1950, the rate was lowered twice in 1952, 





viz., to 5 per cent on May 29, and to 4% per cent on 
August 21.) In addition, effective February 1, the re- 
serve requirements for sight deposits of commercial banks 
were lowered. For institutions at “bank places” (lo- 
calities at which there is a Land Central Bank or a 
branch of one), the reserve requirements now range from 
8 to 1l per cent (after repeated reductions from the 
high level of 12 to 15 per cent, which had been estab- 
lished on October 1, 1950). 

Source: Bank Deutscher Lander, Monthly Report, Frank- 
furt, Germany, January 1953. 


Middle East 


Note Issue Cover in Egypt 

Egypt’s Ministry of Finance is preparing a draft de- 
cree to amend Article 14 of Law No. 57 of 1951 in order 
to make use of LE 11,761,000 now on deposit in the 
Issue Department of the National Bank and used as a 
partial cover for the note issue. This amount accrued 
to the Government as a result of the revaluation of gold 
held in the central bank at the time the law was enacted. 
It is understood that it is earmarked for the project of 
reclaiming 357,000 acres of land, which will cost about 
LE 11 million and will take three years to complete. 
Sources: Al Ahram, Cairo, Egypt, February 4 and 12, 

1953. 


Capital Transfers Between Egypt and the Sudan 

The Egyptian Government has decided to stop capital 
transfers between Egypt and the Sudan and to control 
other current transactions. Previously there had been 
no exchange control between the two countries. Permis- 
sion to transfer LE 10,000 or more during a month must 
be obtained from the Ministry of Finance. Banks will 
have to submit a detailed weekly account of all payments. 
The names of interested parties must be submitted to the 
authorities for any transaction exceeding LE 1,000. All 
movable property, jewelry, gold bullion, silver, and any 
precious stones will be considered as capital. 


Source: Al Ahram, Cairo, Egypt, February 12, 1953. 


Increase in Ethiopian Duty on Coffee Exports 

The duty on exports of coffee, a commodity which 
accounts for about half of Ethiopia’s total exports, has 
been increased from Eth$5 to Eth$20 per 100 kilograms 
(Eth$1 — US$0.4025). The change was made in order 
to increase government revenues, and it is not expected 
to have a significant effect on the volume of coffee ex- 
ports. 
Source: Negarit Gazeta, No. 6, Addis Ababa, Ethiopia, 

November 29, 1952. 


Israel to Begin Payment on Arab Bank Accounts 

The Israeli representative to the Palestine Conciliation 
Commission has reaffirmed his Government’s intention to 
begin payment on the $15 million Arab bank accounts 
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which are being unfrozen. The first installment will cover 

approximately $2.8 million, to be distributed to Arabs 

holding small accounts. 

Source: Israel Office of Information, /srael Digest, New 
York, N. Y., February 13, 1953. 


Syria-Jordan Commercial Agreement 

A commercial agreement between Syria and Jordan, 
which has been ratified by the two Governments, provides 
for a tariff-free exchange of agricultural goods and for 
a preferential tariff reduction on certain (listed) domes- 
tically produced industrial goods. It also provides for 
transit trade facilities between the two countries, but it 
forbids Jordan trucks from transporting commodities to 
Syria and the adjoining areas other than those listed by 
the Jordan Government. Rail transport is reserved solely 
for nonperishable commodities. 
Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 

ruary 14, 1953. 


Pakistan’s Barter Transactions 

The Government of Pakistan has announced that it 
will permit the exchange, with foreign countries, of ex- 
portable commodities, particularly cotton, for imports of 
essential items, such as machinery, iron and steel, chem- 
icals, drugs, cotton yarn, sugar, coal, and wheat, for a 
limited period and up to a certain value of imports. 
For exports of new crop cotton, import licenses will be 
issued up to a prescribed percentage of the value exported; 
but for exports of old crop cotton, import licenses for 
listed essential items will be issued up to the full value 
of the cotton exported. If offers are received for bulk 
exports of commodities, such as tea, oilseeds, oilcakes, 
etc., to countries that do not normally import them, 
against the import of essentials other than cotton yarn 
or artificial silk from those countries, such offers will be 
considered and import licenses will be issued to the 
established importers of the items concerned up to the 
equivalent value of the exports of such commodities. The 
Government will also consider offers involving the export 
of minor items included in its export Open General Li- 
cense No. 7 against imports of certain minor items of 
equivalent value, such as onions, garlic, spices, etc. The 
volume of the barter trade and the prices of exportable 
commodities will be determined by the Pakistan Govern- 
ment. 


Source: Dawn, Karachi, Pakistan, February 4, 1953. 


Far East 


Indian Finance Commission Recommendations 

A transfer of resources from the Central Government 
of India to the States has been recommended by the 
Finance Commission in a report presented to Parliament 
by the Finance Minister on February 13. Under the 
recommendation, the total amount of grants and revenue 
transferred will be of the order of nearly Rs 860 million 


annually, against an annual average of Rs 650 million 
for the three-year period 1949-50 to 1951-52. The rec- 
ommendations of the Commission have been accepted by 
the Government. 

The Commission was created under the Constitution, 
to recommend changes in Center-States financial rela- 
tions necessitated especially by the partition and the 
absorption of the former Indian States. Without unduly 
straining the resources of the Center, and considering 
its responsibility for national defense and economic sta- 
bility, the Commission attempted to lay down principles 
for grants which would be uniformly applied to all States 
and would lessen the inequalities between them. Self- 
help and economy practiced by a State would be im- 
portant considerations in determining eligibility for 
grants. The Commission’s main recommendations are: 


‘(t) arrincrease from 50 per cent 'to'55 per cent of income 


tax net proceeds to be assigned to States; (2) an increase 
in grants-in-aid by the Center to the States of Assam, 
Bihar, Orissa, and West Bengal, to compensate in part 
for duty accruing to the Center on exports of jute prod- 
ucts originating in those states; (3) allocation, according 
to population, among the States of a share in excise duties 
on matches, tobacco, and vegetable products; (4) in- 
creased and additional grants to certain States under 
special burdens arising from partition, national defense, 
or other matters of national concern; (5) grants to 
certain less developed States for the expansion of pri- 
mary education. 


Source: Embassy of India, Jndiagram, Washington, D. C., 
February 18, 1953. 


Indian Supplementary Government Expenditures 


Expenditure demands totaling Rs 466,950,000, to 
supplement the budgetary expenditure of Rs 5,754,000,000 
(US$1,208,340,000) for the year ending March 31, 1953, 


have been presented to the Indian Parliament. Part of 
the increase is due to grants to States totaling 
Rs 56,500,000 resulting from an award of the Finance 
Commission (see preceding item); Rs 10,600,000 is 
needed for additional requirements of immigrants from 
Pakistan; a subsidy to the shipbuilding industry accounts 
for Rs 6,980,000; and loans to States having food scar- 
city, for Rs 60,000,000. Various special loans and ad- 
vances to States amount to Rs 60,000,000. A loan of 
Rs 12,800,000 will be made to State governments for 
their financing of the Damodar Valley Corporation, and 
Rs 10,800,000 will be paid to the Corporation by the 
Central Government. The supplementary demand also 
includes a capital expenditure of Rs 165,700,000, repre- 
senting the transfer to a special development fund of 
the proceeds from the sale of wheat obtained under a 
loan from the United States. 


Source: Embassy of India, Indiagram, Washington, 
D. C., February 18, 1953. 
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Ceylon’s Hydroelectric Scheme 
Tenders are being accepted for the construction of the 

second stage of the Laksapana hydroelectric scheme in 

Ceylon. The cost of this stage, which includes the 

damming of a river, is estimated at Rs 50 million; it is 

expected that 50,000 kilowatts of power will be provided. 

Almost all the power generated by the first stage of the 

scheme, 25,000 kilowatts, is being consumed. 

Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, Febru- 
ary 6, 1953. 


JCRR Loans to Taiwan 


Loans to Taiwan by the Joint Commission on Rural 
Reconstruction (established by authority of the U.S. 
Congress) have totaled US$3.3 million (equivalent to 
approximately NT$45 million) eince the fall of 1949. 
Tlie loans have been extended to both private and gov- 
ernment organizations and have all been in local cur- 
rencies; they have made possible many rural projects 
not provided for by the Taiwan Government’s budget. 
More than 85 per cent of the total (US$2.8 million) has 
been for water conservation and irrigation projects. 
Other projects financed have been agricultural produce 
marketing (US$249,000), farmers’ associations’ store- 
houses (US$92,000), agricultural production ($US64,- 
000), animal husbandry (US$28,000), rural health 
(US$26,000), and fertilizer distribution (US$10,000). 
Up to January 22, 1953, repayments, including interest, 
on the loans amounted to US$607,000. 

Source: Chinese News Service, Press Release, New York, 
N. Y., February 17, 1953. 


Japanese Export Usance Bills 


The Bank of Japan made effective, as of February 2, 
the export usance bill to accelerate exports and to help 
normalize foreign exchange transactions. Applications 
will. be restricted to bills of 90 days_or less, based on 
irrevocable letters of credit. The Bank buying rate on 
90-day bills will be less than the sight buying rate by 
1.80 yen for dollar bills and 7.44 yen for sterling bills. 
(Interest rates are 2 per cent per annum for dollar bills 
and 3 per cent for sterling bills.) When a foreign ex- 
change bank buys an export usance bill from an ex- 
porter, the Bank of Japan will supply yen funds at low 
interest rates. (Interest rates on dollar bills are 1.825 
per cent per annum, and on sterling bills, 2.738 per cent.) 
Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 

February 2, 1953. 


Indonesian Exchange Regulations 

The classification of Indonesian imports adopted in 
August 1952 (see this News Survey, Vol. V, p. 63) was 
amended in January 1953 by the creation of a new 
category subject to an “inducement” rate of 33 1/3 per 








cent, which means that the effective exchange rate for 
non-dollar imports in this category is Rp 15.26 per U.S. 
dollar, and for dollar imports, 15.51 per U.S. dollar. 
All the goods in this category were formerly on the list 
of goods free of the previous “inducement certificate” ; 
they include the more expensive cotton piece goods, 
certain metalware and chemical items, and a number of 
miscellaneous items. Cotton piece goods on the free list 
are now to be limited to the cheaper items. 

Sources: The Singapore Economic Information Bulletin, 
Singapore, January 1953; Department of Com- 
merce, Foreign Commerce Weekly, Washington, 
D. C., February 9, 1953. 


Indonesian Stock Exchange 

By the end of 1952 the aggregate turnover on the 
Djakarta Stock Exchange, which began operations on 
June 4 (see this News Survey, Vol. IV, p. 379), had 
reached a nominal value of Rp 132 million. The over- 
whelming majority of transactions were in the 3 per cent 
Republic of Indonesia bonds of 1950, which were quoted 
at about 39, a price that gives an effective yield of about 
8 per cent. Of the share turnover of Rp 2.8 million, 
Escompto Bank shares accounted for Rp 1.1 million. 
There were also some transactions in U.S. share certi- 
ficates and in stock dividends. 

Source: Nederlandsche Handels-Maatschappij, N.V., 
Beursbericht, Dijakarta, Indonesia, Decem- 
ber 31, 1952. 

Rural Credit in the Philippines 

As part of the general program of rural development 
in the Philippines (see this News Survey, Vol. IV, p. 38), 
two new sources of rural credit have recently been set 
up. The first of a number of banks to offer rural credit 
facilities was opened in December and others are expected 
to be operating in the near future. These banks will 
be privately owned but under the supervision of the 
Central Bank. They are empowered to provide the 
normal credit needs of farmers and farm families owning 
not over 50 hectares (123.5 acres) of land; the interest 
charged on the loans is to be no more than 12 per cent 
per annum. The credit requirements of small merchants 
and businesses with capital investments not exceeding 
25,000 pesos (US$12,500) and of essential rural indus- 
tries other than those which are strictly agricultural may 
also be met by the rural banks. 

In addition, the Agricultural Credit and Cooperative 
and Financing Administration was formally inaugurated 
in December. This is a government corporation designed 
to promote improved distribution facilities for agricul- 
tural commodities. Producer-owned and operated co- 
operatives will be established, and marketing practices 
that will enable producers to realize equitable returns 
will be promoted. The ACCFA will also make special 
supervised loans to farmers. It is authorized to lend to 
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member farmers, through the proposed cooperatives, up 

to 2,000 pesos (US$1,000), to finance the purchase of 

supplies and equipment necessary for agricultural pro- 
duction. 

Sources: Chamber of Commerce of the Philippines, Com- 
merce, Manila, Philippines, December 1952; 
Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., February 16, 1953. 


United States and Canada 
U.S. Margin Requirements 
The Board of Governors of the Federal Reserve System 
lowered margin requirements on stock purchases and 
short sales from 75 to 50 per cent, effective Febru- 
ary 21. The move was described as the last in a series to 
relax credit controls. Within the last year, the Board 
terminated ‘the ‘voluntary credit restraint program and 
controls over consumer and mortgage credit. At present, 
customer debit balances to member firms of the New 
York Stock Exchange amount to only 1.2 per cent of the 
value of all listed stocks, which is the lowest ratio for 
such balances in several years. 
Sources: The Wall Street Journal, February 21, 1953, 
and The Journal of Commerce, February 24, 
1953, New York, N. Y. 


Canadian Budget for 1953-54 

The Canadian federal budget for the fiscal year 1953-54 
provides for revenues of Can$4,473 million and expendi- 
tures of Can$4,462 million, leaving an estimated surplus 
of $11 million. It is expected that actual revenues in 
1952-53 will approximate $4,375 million, expenditures 
$4,327 million, and the surplus $48 million. 

The revenue estimates for 1953-54 are based on the 
assumption that the gross national product in 1953 will 
rise by about 4 per cent, to an estimated $24 billion. 
On this basis it has been decided to reduce taxation in 
fiscal 1954 by an estimated $237 million. Personal in- 
come tax rates are to be reduced by approximately 11 per 
cent on July 1, 1953, thus returning to the 1950 level 
plus 2 per cent for the Old Age Security Tax; this reduc- 
tion will involve a revenue loss of $87 million in 1953-54 
and $155 million on a full-year basis. The corporation 
tax will be reduced in 1953-54 from the present 22 per 
cent on profits below $10,000 and 52 per cent on higher 
amounts, to 20 per cent on profits below $20,000 and 
49 per cent on higher amounts; this reduction will in- 
volve a revenue loss of $85 million in 1953-54 and $119 
million in a full year. Other tax concessions include 
a reduction of the cigarette tax and abolition of the 
sales tax on books, newspapers, magazines, and their 
component materials, the stamp tax on checks and similar 
documents, and the radio license fee. 

Source: The Globe and Mail, Toronto, Canada, Febru- 
ary 20, 1953. 
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Latin America 


Easing of Restrictions on Credit Expansion in Mexico 

The Director General of the Banco de México an- 
nounced on February 13 that the Secretary of Finance 
had approved the removal of the 100 per cent reserve 
requirement against all increases over June 15, 1951 
levels in deposits with commercial banks. The action 
was taken to permit an increase in bank credit to agri- 
culture in order to stimulate the production of staple 
foods. It is estimated that the private commercial banks 
will be able to increase their credits by 160 million pesos. 
At least 100 million pesos of these new credits must be 
extended for the production of corn, beans, and wheat. 
This new credit potential of the private banks is in addi- 
tion to the new credits of 150 million pesos to producers 
of corn, béans, and wheat which the Banco de Crédito 
Agricola, a government institution, has been authorized 
to extend. 

The Director General of the Banco de México also 
announced that its gold and foreign exchange reserves 
are higher now than at any time in the past year and a 
half, and that wholesale prices have begun to decline. 


Source: Excelsior, Mexico, D. F., February 14, 1953. 


Income Tax Law in Nicaragua 


An income tax law in Nicaragua, which became effec- 
tive on January 1, applies to net incomes originating in 
Nicaragua and received by natural or juridical persons, 
whether the recipients are Nicaraguan citizens or resi- 
dents. The tax rates range progressively from 4 per cent 
on the first 40,000 cérdobas of taxable income to 18 per 
cent on that part of taxable income exceeding 1 million 
cérdobas (5 cérdobas = US$1 at par value). Exemptions 
permitted individuals are a 20,000 cérdoba personal ex- 
emption, 2,000 cérdobas for a spouse, and 1,000, 2,000, 
or 3,000 cérdobas for certain other close dependents. 
Shareholders ‘are not required to pay an income taxon 
dividends if the corporation distributing the dividends 
has paid an income tax on its profits. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., February 23, 1953. 


Panama’s Income Tax Law 


An income tax law in Panama, signed on January 19, 
increased tax rates on higher incomes by as much as 112 
per cent, and those on middle bracket incomes by 50 per 
cent. There were no increases on the lower incomes. 
Under the new law, all taxpayers are on a pay-as-you-go 
basis, whereas the withholding principle formerly covered 
only salaried persons. The tax on unearned income is 
the same as in the former law. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., February 23, 1953. 
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Export-Import Bank Loan to Brazil 
The Export-Import Bank of Washington announced 
on February 21 that it had extended to the Banco do 
Brasil a line of credit of up to US$300 million, to assist 
Brazil in liquidating past due dollar accounts. Interest 
will be 344 per cent per annum and the credit will be 
repayable over a period of three years, beginning next 
fall. By supplementing the credit with its own resources, 
Brazil will undertake to be current on U.S. dollar account 
by July 1, 1953, a prompt remittance system being main- 
tained for current imports from the United States. 
Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., February 21, 1953. 


Chile’s Foreign Exchange Budget for 1953 

Chile’s foreign exchange payments for the current year 
are estimated at the equivalent of US$470.3 million, 
against $447.7 million estimated in the 1952 exchange 
budget. Receipts, estimated at the same amount as pay- 
ments, include an item of $71.5 million to allow for 
payments to be made in future years. 

Exchange receipts at fixed official rates are estimated 
at $291.5 million, and at the free market rate, $178.8 mil- 
lion. The budget anticipates that $291.5 million of 
foreign payments will be made at the official selling rates 
of 31 and 60 pesos per U.S. dollar (the number of selling 
rates appears to have been reduced from four in 1952— 
31, 43, 50, and 60 pesos per U.S. dollar—to two in the 
current year) and $178.8 million at the free market rate. 

Under the selling rate of 31 pesos per dollar are in- 
cluded outstanding 1952 commitments for raw sugar and 
newsprint, and raw sugar for 1953. Under the rate of 
60 pesos per dollar are included crude and fuel oils, 
wheat, cotton, jute, oilseeds, antibiotics, cellulose, agri- 
cultural equipment, sewing machines, and newsprint. 
Nonessential imports will be subject to the free market 
rate. 

Sources: Diario Oficial, Santiago, Chile, February 7, 
1953; The Journal of Commerce, New York, 
N. Y., February 13, 1953. 


Paraguayan-Argentine Wheat Pact 

The Argentine and Paraguayan Governments have con- 
cluded an agreement by which Argentina undertakes to 
supply 60,000 metric tons of wheat to Paraguay during 
the current year; upon request of the Paraguayan Gov- 
ernment this quantity is to be increased up to 80,000 
metric tons. The first shipments were to be made at the 
end of January. Payments are to be made in Argentine 
currency, out of peso balances which the Paraguayan 
Central Bank has accumulated in recent years under the 
1949 Argentine-Paraguayan payments agreement. 

The arranged purchase would cover Paraguay’s full 
wheat import needs for 1953. Paraguay used to secure 
her wheat supplies from Argentina but the severe drought 
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of 1951-52 in the latter country forced Paraguay to im- 

port about 30,000 metric tons of wheat from the United 

States and Uruguay against dollar payments. 

Sources: El Pais, Asuncion, Paraguay, January 7, 1953; 
Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., January 26, 1953. 


Other Countries 
Australian Import Restrictions 


The Prime Minister of Australia has announced a 
relaxation of import restrictions which is expected to add 
about £A 50 million to Australia’s import bill in the 
fiscal year beginning July 1, 1953. Taken in conjunc- 
tion with the relaxations announced toward the end of 
1952 (see this News Survey, Vol. V, pp. 172 and 183), 
this will probably bring total Australian imports up to 
£A 650 million in 1953-54, compared with the present 
annual rate of just over £A 500 million and with recorded 
imports of £A 1,050 million in the fiscal year 1951-52. 
The new relaxations do not apply to imports from Japan 
and the dollar area, and much of the benefit from them 
will therefore accrue to the U.K. exporters. 

Category A imports, which include such goods as 
“completely knocked down” motor chassis, barbed wire, 
and various chemicals, will be allowed in at 70 per cent 
of the 1950-51 level instead of 60 per cent. Category B 
imports, which cover most consumers’ goods (including 
motor bodies and textiles), are to be admitted at 30 per 
cent of the 1950-51 level instead of 20 per cent. Some 
other goods, including certain foodstuffs, office equip- 
ment, and packing materials, will increase from 60 per 
cent to 80 per cent; crude drugs, white flannelette, and 
certain other articles will be allowed in at 100 per cent 
of the 1950-51 level; and raw cotton, crude rubber, and 
other materials which were previously subject to admin- 
istrative licensing will be completely decontrolled. The 
relaxations will come into effect on April 1. 

Source: The Economist, London, England, February 21, 
1953. 
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